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U.K. Budget 


In introducing the budget for 1960-61, the U.K. 
Chancellor of the Exchequer said that its purpose was 
“to consolidate and fortify our present prosperity.” 
He estimated that ordinary expenditure for 1960-61 
would be £5,586 million, £341 million more than in 
1959-60; of the total increase, £85 million would be 
for additional expenditure on the defense program and 
£256 million for civil expenditure. He commented that 
these are very large increases, the need for which 
would be of concern to any Chancellor. On the civil 
side, the main increases are in grants to local authori- 
ties, mainly for education, and to the health service. 
On the basis of existing taxation, inland revenue duties 
will be £3,280 million, an increase of £270 million 
over the actual result for 1959-60. The Chancellor 
estimated customs and excise at £2,380 million, or 
£98 million more than last year. After account was 
taken of other revenue, total revenue was estimated 
at £5,958 million, compared with the actual figure of 
£5,630 million for 1959-60. The surplus above-the- 
line was thus estimated at £372 million, against the 
actual result of £386 million last year. Below-the-line 
net expenditure was put at £703 million, practically 
the same as the result in the previous year. There are 
a number of changes in both directions, e.g., advances 
to the Coal Board are expected to be £62 million less 
than last year, and advances to the other nationalized 
industries are estimated at £58 million more. The over- 
all estimated deficit of £331 million is slightly more 
than the actual deficit of £314 million in 1959-60. 

The Chancellor outlined proposals relating to small 
savings, which include an increase in the limit on 
holdings of National Savings Certificates and Defense 
Bonds. He proposed a number of tax measures, e.g., 
abolition of the duty on playing cards and entertain- 
ment, a reduction in wine duties, and an increase in 
the duty on tobacco. He outlined a number of pro- 
posals aimed at limiting tax avoidance. Increases in 
allowances for housekeepers, some relief on estate 
duties in particular cases, and payments costing 
£9 million in 1960-61 to holders of postwar credits 
were also proposed. An increase in the profits tax, 
from 10 per cent to 12% per cent, is expected to yield 
£1 million more in 1960-61 and £65 million in a 
full year. 

After taking all proposed changes into account, in- 
cluding the effect of the transfer of the estimated 


deficit of the British Transport Commission in 1960-61 
(£90 million) from below-the-line to above-the-line, 
the Chancellor estimated that the above-the-line sur- 
plus would be £304 million and the below-the-line 
deficit would be £622 million, leaving an over-all deficit 
of £318 million, compared with the actual deficit of 
£314 million in 1959-60. 

In discussing economic developments in 1959, he 
said that the outcome of the balance of payments in 
the past 12 months has been “disappointing”; the situ- 
ation changed in the second half of 1959, with a 
marked deterioration before the end of the year which 
was attributable largely to an increase in imports and 
to a fall in the surplus on account of invisibles. Even 
when such special transactions as repayments on the 
loan from the Export-Import Bank of Washington and 
to the International Monetary Fund are excluded, the 
reduced surplus on current account was not sufficient 
to cover the capital outflow; the monetary position 
therefore worsened by £100 million (apart from spe- 
cial transactions). The deterioration in the balance of 
payments toward the end of 1959 was the first sign 
of the incipient overstrain, and it was to moderate this 
tendency that the bank rate was raised in January. 

The Chancellor stated that national savings had 
had another “outstandingly successful year” and that 
£339 million of new money was lent to the Exchequer 
in this way. He commented that conditions in the 
gilt-edged market were difficult during 1959-60 and 
that the authorities were only occasionally able to sell 
on any scale. Government stock maturing for redemp- 
tion during the year amounted to £950 million; in 
addition, the market needed considerable help from 
the authorities to absorb heavy sales of securities by 
the banks. Over-all, the authorities were a net buyer 
of gilt-edged securities. As a result of all Exchequer 
transactions, there was a substantial increase of treas- 
ury bills in the market. 

Outlining his estimates of the increases in com- 
ponents of demand in the year ahead, the Chancellor 
said that total demand would increase but that the 
rate of increase would probably be less than in 1959, 
mainly because inventories will not increase so rapidly 
as in 1959 and consumption will not rise so quickly. 
He commented that, since reserves of labor and 
capacity are now much smaller than they were 12 
months ago, there are some dangers that the expan- 
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sionary force already in the economy could lead to 
overloading. Such overloading would destroy price 
stability and, more seriously, would threaten the bal- 
ance of payments which “must always be our principal 
concern.” He stressed that the growth of exports is the 
key to a sound position, particularly since imports 
may well be higher and there is likely to be a con- 
tinued rise in overseas investment. 

He indicated that, in his judgment, the prospective 
increase in demand is likely at least to absorb fully 
the increase in production which can be expected, and 
might even involve a danger of outrunning that in- 
crease. An important factor in maintaining a proper 
balance in the economy is, of course, monetary and 
credit policy, and the authorities must be continuously 
on the watch to see that policies are adapted to chang- 
ing conditions. The situation has now been reached 
where the authorities should be cautious about further 
extensions of credit. He does not wish such drastic 
action as might reverse the trend of private industrial 
investment but, equally, the authorities must be careful 
not to allow the credit expansion to prejudice stability 
in the internal economy or the balance of payments. 

In concluding, the Chancellor said that “the budget 
releases no further expenditure—its effect will indeed 
be to withdraw some. Taken together with the increase 
in Bank Rate in January and the statement I have 
made that we stand ready to take any further corrective 
measures that may be called for in the near future in 
the monetary field, it will, I believe, have just that 
moderating influence on the rate of expansion that we 
need in present circumstances. It should consolidate 
and secure the encouraging progress which we have 
already made and enable us to continue our advance in 
the year ahead at a pace which will not endanger the 
stability upon which our whole prosperity depends.” 
Sources: The Times and The Financial Times, Lon- 

don, England, April 5, 1960. 


Europe 


London Gold Market 


Samuel Montagu & Company has estimated that 
turnover on the London gold market was some 50 per 
cent higher in 1959 than in 1958. The concerted moves 
to convertibility of Europe’s leading currencies at the 
end of 1958 and the ability of nonresidents to buy 
and sell gold through external account sterling strength- 
ened the position of the London market. These moves 
also facilitated the direct selling by the U.S.S.R. to 
London, and it is now estimated that, in contrast to 
recent years, the London market in 1959 handled most 
of Russia’s gold sales to western countries. The Bank 
of England, which handles the sale of South African 
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production, was again the largest single seller. Other 
sales were those of Rhodesia, Ghana, and Canada. 


Overseas central banks, especially those in Europe, 
were again the most prominent buyers. Some Euro- 
pean central banks preferred to convert dollars into 
gold through the London market even when this meant 
paying a somewhat higher price than if the conversion 
had been done through a direct transaction with the 
U.S. Treasury. This preference is attributed to the 
convenience of having gold in London rather than 
in New York and the consideration that, in the event 
of resale, terms would probably be more favorable in 
London than if the gold were held in New York. 


Hoarding demand in the Far East and South America 
was maintained, though effective action by the Indian 
authorities reduced the hoarding demand in the Middle 
East. This type of demand in Europe remains low. 
Sales of the new Queen Elizabeth II sovereigns were 
high in the first quarter of 1959, but the Bank of 
England reduced the supply later in the year. The 
premium above the gold content of these sovereigns, 
which had averaged about 6 per cent at the beginning 
of the year, rose to 134% per cent by the year end. 


Sources: The Times, April 7, 1960, and The Econo- 
mist, April 16, 1960, London, England. 


U.K. Trade 


The value of imports of the United Kingdom rose 
by nearly £30 million between February and March, 
to a record figure of £393.5 million, exports increased 
by £12 million, and re-exports rose by £4 million. The 
trade deficit in March, at £72 million, was about 
£12 million higher than in February. In the first 
quarter of 1960, the deficit averaged about £57 mil- 
lion a month, compared with £39 million in the cor- 
responding quarter of 1959. After allowing for normal 
seasonal variations, the Board of Trade estimates that 
exports in the first quarter of 1960 were running at 
a rate 3% per cent higher than in the last quarter 
of 1959 and 10 per cent above the average for 1959. 
Imports, which were 3 per cent higher in the first 
three months of 1960 than in the final quarter of 
1959, were 12 per cent above the 1959 average. 


Source: The Times, London, England, April 14, 1960. 


U.K. Stock Exchange 


The analysis for 1959, prepared by the London 
Stock Exchange in respect of all the securities it quotes, 
shows that the total market value at the end of that 
year was £37,670 million, nearly £7,000 million, or 
22.8 per cent, above the total of £30,676 million at 
the end of 1958. Most of the increase was accounted 
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for by ordinary shares, which rose from £12,210 mil- 
lion to £18,992 million, an increase of 55 per cent. 
If new issues are excluded, the rise in equity values 
last year was £6,300 million, or 51.6 per cent. Divi- 
dends declared on quoted ordinary shares in 1959 
totaled £716 million, or 13.7 per cent more than the 
1958 figure of £630 million. 


Source: The Financial 


April 7, 1960. 
Economic Prospects in Denmark 


Presenting the annual economic survey to Parlia- 
ment, Denmark’s Minister for Economic Affairs said 
that the indications are that boom conditions will con- 
tinue at home and abroad during 1960. The substan- 
tial improvement in Denmark’s foreign exchange posi- 
tion since the autumn of 1957 has rapidly eased 
internal monetary and credit conditions and thus con- 
tributed to the expansion in Denmark. 


Times, London, England, 


The Minister said that, now that unemployment has 
been reduced and industry has improved its utilization 
of capacity, it will be more difficult to raise production 
further to keep pace with demand. This is most appar- 
ent in the building and contracting sector, in which 
there has been considerable pressure of demand for 
some months. As a result of the prospective increase 
in demand, imports may be expected to rise and the 
dismantling of import restrictions and the lowering of 
customs duties may operate in the same direction. At 
the same time, it is scarcely likely that there will be 
a corresponding rise in export earnings. The value of 
agricultural exports will certainly remain more or less 
unchanged, and, although industrial exports will con- 
tinue to rise, a deterioration of the balance of pay- 
ments is inevitable. Whereas there was a balance of 
payments surplus of over DKr 1,000 million in 1958 
and one of DKr 450 million in 1959, a deficit can be 
expected in 1960. 


The Minister said that, while the avoidance of a 
foreign exchange deficit does not have the same urgency 
as three years ago, it is important that reserves should 
remain large enough to cope with temporary fluctu- 
ations in, for example, the size of the harvest, stocks, 
and the terms of trade, without the authorities having 
suddenly to tighten economic policy. A continuing 
high level of business activity will provide the best 
guarantee for the redeployment of the Danish industry 
to be carried out as flexibly and efficiently as possible. 
But it is important that the high level of activity should 
not bring pressure to bear on costs and foreign exchange 
reserves, thereby jeopardizing progress in future years. 
The Minister said that, because excessive internal de- 
mand must be avoided, the Government has rejected 
the opposition’s claim for far-reaching tax remission 


327 


and for a decision to restrict building activity tem- 
porarily. On the other hand, the Government takes 
the view that it is important to ensure that monetary 
conditions are not tightened to the extent that they 
will impede essential investment. 


Source: Bgrsen, Copenhagen, Denmark, March 24, 
1960. 


Increased Food Subsidies in Norway 


In order to prevent the cost of living index from 
reaching the “red line” at which large groups of wage 
earners could claim wage compensation, the Norwe- 
gian Government has proposed that food subsidies be 
increased. If Parliament agrees, margarine prices will 
be reduced by 50 gre per kilo and milk prices by 
5 gre per liter. This will cost the Government an 
estimated NKr 66 million annually and will lower the 
cost of living index by one point. In addition, the 
Government has proposed that the subsidies on cheese, 
cream, and milk, which originally were scheduled to 
be abolished in August, should be maintained. 


The cost of living index has been 163-164 
(1949 = 100) for over a year; the “red line” is 166. 
A slight rise in the index is likely to take place later 
this year, and the Government regards the safety mar- 
gin as too low. 


Source: Norges Handels og Sjéfartstidende, Oslo, Nor- 
way, April 7, 1960. 


Swedish Exchange Control 


The Finance Minister of Sweden has submitted a 
proposal that the foreign exchange ordinance be pro- 
longed, with certain modifications, for the year from 
July 1, 1960 to June 30, 1961. The ban on the grant- 
ing of advances by residents, secured on personal 
guarantees from nonresidents, is to be struck out of 
the ordinance. In common with the Board of the Riks- 
bank, the Cabinet considers that the question of re- 
drafting the foreign exchange regulations should be 
examined, but this cannot be done until the inter- 
national position has become clearer. 


The Riksbank has abolished the regulation that the 
amount of currency bought for foreign travel should 
be recorded in the traveler’s passport. As a result of 
this action, the travel allowance which was formerly 
granted for a year will now be granted for each trip 
abroad. For each trip, a traveler may now take out 
up to the equivalent of SKr 6,000, including any 
Swedish and foreign banknotes. Within the maximum 
amount permitted, a traveler may take out any currency 
desired, regardless of the country of destination. As 
previously, any amount of foreign currency which is 
reasonable for the purpose of the trip can be acquired 
for official and business travel. The new regulations 
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also permit the import of up to SKr 6,000 in Swedish 


currency. 
Sources: Svenska Dagbladet, 


April 3 and 5, 1960. 


Interest Rates in Spain 

Effective April 11, the Bank of Spain has reduced its 
official discount rate from 6.25 per cent per annum, the 
rate in effect since August 3, 1959 (see this News 
Survey, Vol. XII, p. 53), to 5.75 per cent. At the 
same time, the rate on rediscounts by banks was 
reduced from 5.0 per cent to 4.6 per cent, and that 
on personal credit and advances from 7 per cent to 
6.5 per cent. The rate on advances against collateral 
of government securities was left unchanged. 


German Export Finance 

In accordance with a decision taken by the Central 
Bank Council of the Deutsche Bundesbank on 
March 17 and now publicly announced, the so-called 
B credit ceiling of the Export Credit Company—i.e., 
the limit of the credit that the Company can receive 
from the Bundesbank to refinance its operations—is to 
be reduced from DM 500 million to DM 300 million. 
This reduction will be made in gradual stages by 
relending only up to half of the funds received in 
repayment of earlier credits under this ceiling. It is 
expected that it will be two and a half years before 
the reduction is complete. The charge for the relevant 
credits extended by the Export Credit Company is at 
present 54% per cent, which is considerably cheaper 
than the rate otherwise obtainable. A number of appli- 
cants are waiting for credits on these favorable terms, 
and many of them will presumably now be obliged to 
seek dearer sources of finance. The so-called A credits 
provided by the Export Credit Company out of bank 
resources cost 6% per cent, which also is slightly more 
favorable than rates obtainable elsewhere. The ceiling 
on these credits is DM 400 million, which has not been 
fully utilized. 


Stockholm, Sweden, 


The new measure is not expected to lead to a rapid 
decrease in German exports on lengthy credit terms. 
The step has been taken not simply to damp down 
business activity, but also because the central bank’s 
desire is to withdraw little by little from its engagement 
in the export trade. 

Source: Frankfurter Allgemeine Zeitung, Frankfurt 
am Main, Germany, April 1, 1960. 


Capital Market in Greece 

The Dr 400 million bond issue offered on April 1 
on the domestic capital market in Greece by the Public 
Power Corporation—a public enterprise entrusted with 
the production and distribution of electric energy— 
was fully subscribed by private individuals by April 2. 


The bonds have a maturity of 15 years and bear tax 
exempt interest of 7 per cent per annum. Both the 
principal and the interest are linked to the rate of the 
U.S. dollar. 


The loan was issued on the basis of a law enacted 
in 1957 which authorizes, under certain conditions, 
public enterprises and important private firms to raise 
funds by offering bonds and shares with purchasing 
power guarantees and tax exemptions. Thus far, only 
the Public Power Corporation has availed itself of 
this legislation; this is its third loan. The first, in 
1958, was a Dr 300 million issue at 8 per cent per 
annum; the second, also for a total amount of 
Dr 300 million, carried an interest rate of 7.5 per 
cent. Both were repayable in 15 years and their prin- 
cipal and interest were linked to the price of electricity 
or the U.S. dollar rate, at the option of the bond buyer. 
The offerings have met with increasing success from 
one year to another, although the terms of issue have 
gradually been rendered somewhat less attractive. 
These developments are interpreted as indicating the 
revival of the domestic capital market where economi- 
cally sound enterprises can now raise funds at interest 
rates similar to those prevailing in European markets. 


Source: Naftemboriki, Athens, Greece, April 4, 1960. 


Middle East 
Sugar Mill in the Sudan 


A contract for the construction of the Sudan’s first 
sugar mill was awarded jointly to two German firms at 
a total cost of LSd 4.6 million, which includes 
LSd 2.0 million for machinery and LSd 1.7 million 
for buildings. Of the total value of the contract, 
LSd 580,000 is payable upon signing the agreement; 
the remainder will be paid over a few years in accord- 
ance with an agreed schedule. The sugar mill will have 
an annual production capacity of 60,000 tons, which 
is sufficient to meet over half the domestic consump- 
tion requirements. Sugar imports in 1959 amounted 
to 116,000 tons at a total cost of LSd 3.7 million. 
Sugar cane will be produced for the mill on the gov- 
ernment pumping scheme at Guneid in the Blue Nile 
Province, which at present is under long-staple cotton. 
The construction of another sugar mill, with the capacity 
to meet the balance of domestic consumption require- 
ments, is planned. 


Source: Middle East Economic Digest, London, Eng- 
land, April 1, 1960. 


Budgetary Policy of Libya 
The Prime Minister of Libya has announced that for 


1960-61 the Libyan budget, which hitherto has relied 
on foreign aid funds to bring it into balance, is to 
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depend exclusively on internal revenue. This will mean 
some delay in fulfilling certain requirements. It is the 
wish of the Government to avoid taking foreign aid 
funds into account until such time as their receipt has 
been put on a more permanent basis. The total revenue 
of the Federal Government is estimated at £L 12.14 mil- 
lion: customs receipts, £L 6.5 million; Post and Tele- 
graph, £L 0.6 million; miscellaneous domestic revenue, 
£L 0.36 million; U.K. treaty payment, £L 3.25 million; 
and U.S. special purpose fund, £L 1.43 million. Of the 
total, the Federal Government will retain £L 5.79 mil- 
lion for its current expenditures and £L 0.18 million 
for Libya’s increased quota in the International Mone- 
tary Fund, and will allocate the remaining £L 6.17 mil- 
lion to the Provincial Governments. In previous years 
the Federal Government has allocated funds to the two 
main development agencies, but since these are in the 
process of being replaced by the Development Coun- 
cil no new funds have been allocated for development 
in 1960-61. 


Sources: Barclays Bank D.C.O., Overseas Review, 
London, England, March 1960; Budget Law 
of April 1, 1960 (in Arabic), Tripoli, Libya. 


Lebanon's Development Program 

The Government of Lebanon has introduced a bill 
for extrabudgetary expenditure of LL 51.4 million on 
development works in 1960, which is roughly equiva- 
lent to the payment that Lebanon is receiving from the 
Iraq Petroleum Company in settlement of past claims 
for oil transit dues. This sum will be spent mainly on 
water, electrification, and road building projects. It is 
in addition to LL 41.6 million for construction work 
approved last January in the 1960 budget. These ex- 
penditures are part of a broad development pro- 
gram, for which total expenditures are estimated at 
LL 176.7 million. A five-year development plan formu- 
lated by the Development Council in 1959 is still 
under study. 


Source: Middle East Economic Digest, London, Eng- 
land, April 8, 1960. 


Iranian Oil Exports 


The volume of oil exports from Iran in 1959 was 
13 per cent more than the 1958 volume. Exchange 
receipts, excluding local expenditures by the Oil Con- 
sortium, rose by 5 per cent, from $246 million to 
$258 million. The smaller rise in earnings, compared 
with the volume of exports, was due to lower world 
oil prices. 

Source: Tehran Economist, Tehran, Iran, February 16, 
1960. 


Far East 
India’s Tea Assistance Program 


The Government of India has authorized a Rs 20 mil- 
lion (US$4.2 million) scheme to give financial assist- 
ance to the domestic tea industry. The program, which 
will be operated by the Tea Board, is designed to 
enable producers to purchase new equipment and ma- 
chinery on suitable hire-purchase terms. The amount 
of assistance available to any individual concern will 
not exceed Rs 200,000. 


Source: The Hindu, Madras, India, March 8, 1960. 


Thailand to Establish Tax Control Bureau 


The Thai Cabinet has approved a bill to establish a 
Bureau of Control of Taxation under the Office of the 
Prime Minister. The duties of the Bureau will include 
research on the tax collection system of Thailand and 
recommendations for revisions that would facilitate 
collections. 


Source: The Bangkok Post, 
March 23, 1960. 


Decline in Thailand's Tobacco Trade 


Thailand’s imports of unmanufactured tobacco fell 
from 11.7 million pounds in 1958 to 10.7 million 
pounds in 1959, and exports decreased from 12.7 mil- 
lion pounds to 2.6 million pounds. Exports of leaf 
tobacco in 1959 consisted mostly of low-quality flue- 
cured tobacco destined for the Federal Republic of 
Germany. There were no exports to Mainland China, 
which had purchased about 9 million pounds in 1958. 
Most of Thailand’s tobacco imports consist of quality 
U.S. flue-cured leaf for blending in cigarette manu- 
facture with domestic tobacco of much lower quality. 


Bangkok, Thailand, 


Source: Department of Agriculture, Foreign Crops 
and Markets, Washington, D.C., March 21, 


1960. 


Development Corporation in Federation of Malaya 
A new agency, the Malayan Industrial Development 


Finance Limited, with an authorized capital of 
M$15 million has been set up in the Federation of 
Malaya to help the development of secondary indus- 
tries. The Federation Government has undertaken to 
subscribe M$2.5 million toward the authorized capital. 
Other subscriptions are M$5 million by five exchange 
banks; M$2.5 million by Malayan Development Lim- 
ited, on behalf of the Colonial Development Corpo- 
ration; M$1.25 million by members of the British In- 
surance Association operating in Malaya; M$1.25 mil- 
lion by other insurance companies operating in Malaya; 
and M$0.64 million by the Commonwealth Develop- 
ment Finance Company. Six other banks, including 
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the First National City Bank of New York and the 

Bank of America, and two business organizations 

have also offered to subscribe to the new company. 

Source: The Straits Budget, Kuala Lumpur, Malaya, 
April 6, 1960. 


Exchange of Agrarian Reform Bonds in Viel-Nam 
The Vietnamese Cotton Industry Company has an- 
nounced that it will accept agrarian reform bonds in 
payment for its shares. The original owners of the 
bonds will continue to receive interest at the rate of 
3 per cent per annum until they receive the Com- 
pany’s shares in exchange for the bonds. These shares 
pay a dividend of 5 per cent per annum as from their 
date of issue. In addition, a second dividend computed 
on the basis of the Company’s annual profits is also 
distributed. The Cotton Industry Company is at pres- 
ent accepting bonds maturing in the period 1960-63 
in payment for its shares. 
Source: L’Information du Viet-Nam Economique et 
Financiére, Saigon, Viet-Nam, March 24, 1960. 


Foreign Trade of China (Taiwan) 


Trade statistics released by the Bank of Taiwan, 
based on foreign exchange settlement figures, show that 
the trade surplus of China (Taiwan) fell to the equiva- 
lent of US$10.1 million in 1959, from US$36.8 mil- 
lion in 1958. The decrease was due to a decline of 
about 2 per cent in receipts from exports and an 
increase of about 18 per cent in imports financed by 
government foreign exchange held in the Bank of 
Taiwan. Export earnings fell to $160.5 million in 
1959, from $164.4 million in 1958. Export proceeds 
from sugar declined from $65.9 million to $41.4 mil- 
lion, and those from rice decreased from $23.5 mil- 
lion to $14.6 million. Foreign exchange earnings from 
exports of textiles and other industrial products in- 
creased. The value of imports rose to $150.4 million 
in 1959, from $127.6 million in 1958, reflecting in- 
creases in imports of such items as raw cotton, ores, 
metals and manufactures, machinery and tools, ve- 
hicles, vessels and parts, and chemical fertilizers. 

A review of the foreign trade of China (Taiwan) 
during the decade 1950-59 shows significant changes 
in the composition of imports and exports. Among 
imports, capital goods rose from 13 per cent of total 
imports in 1950 to 31 per cent of the total in 1959, 
and the share of agricultural and industrial raw mate- 
rials increased from 41 per cent to 49 per cent. The 
share of consumer goods, on the other hand, dropped 
from 46 per cent to 20 per cent. Among exports, manu- 
factured goods rose from 7 per cent of total exports in 
1950 to 11 per cent in 1958 and to 21 per cent in 1959. 
Source: Bank of Taiwan, Report on Foreign Exchange 

Business, Taipei, Taiwan, December 1959. 


Financial Stabilization Program in Korea 

Although the details of Korea’s financial stabilization 
program for the second quarter (April-June) of 1960 
have not been adopted, the general principles govern- 
ing this program have been announced by the Ministry 
of Finance. The ceiling on the money supply will be 
set at hw 225 billion, which is somewhat lower than 
the hw 230 billion maximum permitted for the full 
year 1960 (see this News Survey, Vol. XII, p. 267). 
All commercial banks will be required to maintain the 
hw 100 billion ceiling on loans set up under provisions 
of the banking law. Officials said that tight control of 
the money supply during the second quarter is in- 
tended to assure continuation of the current price sta- 
bility, which has been regained after a period of up- 
ward movement earlier this year. 
Sources: The Korean Republic, Seoul, Korea, March 20 

and 24, 1960. 


United States 
U.S. Business Conditions 


The seasonally adjusted index of industrial produc- 
tion in the United States in March was 109 per cent 
of the 1957 average; this was 1 per cent below the 
February index and 2 per cent below the record fig- 
ure attained in January. Curtailment of output in 
March, as in February, occurred primarily in con- 
sumer goods industries. Automobile assemblies were 
15 per cent below those in January, but they exceeded 
assemblies in March 1959 by 10 per cent. Output of 
apparel, furniture, and some appliances also was re- 
duced further in March. Activity in business equip- 
ment lines, on the other hand, was maintained at peak 
rates, and output of materials was substantially un- 
changed from February. Steel mill operations fell 
slightly, to 92 per cent of capacity in March, and 
dropped to a scheduled rate of 80 per cent in mid-April. 

Employment in March was affected by unusually 
cold weather and heavy snowfalls throughout large 
areas of the country. Instead of showing the customary 
increase from February to March, total employment 
declined by a quarter of a million persons, to 64.3 mil- 
lion. The substantial improvement which normally 
occurs in agriculture and construction during March 
failed to materialize. Unemployment increased by 
nearly 300,000, to 4.2 million, and the seasonally 
adjusted unemployment rate rose from 4.8 per cent of 
the labor force to 5.4 per cent. A large part of the 
rise in unemployment occurred among outdoor work- 
ers, although there were also some cutbacks in auto- 
mobile and aircraft plants. The larger volume of un- 
employment in March, compared with February, ap- 
pears to have been due more to a delay in rehiring 
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than to increased layoffs; many workers who would 
have found jobs failed to do so, primarily because of 
the weather. 

Industrial commodity prices on the average changed 
little in March and early April, with some declines 
offset by advances elsewhere. Average prices of farm 
products and foods rose further, however, and the 
combined index of wholesale prices advanced to about 
the level of the same period last year. 


Sources: Department of Labor, Monthly Report on the 
Labor Force, March 1960, and Board of Gov- 
ernors of the Federal Reserve System, Na- 
tional Summary of Business Conditions, 
April 15, 1960, Washington, D.C. 


U.S. Short-Term Interest Rates 

The April 11 issue of 13-week U.S. Treasury bills 
sold at prices equivalent to an average yield of 
3.622 per cent, an increase of almost one percentage 
point from the 2.731 per cent yield of the issue a 
week earlier and the first increase since the issue of 
March 7. A companion issue of 26-week bills sold 
at a price equivalent to an average yield of 3.854 per 
cent, also nearly one percentage point above the yield 
of the preceding week’s issue. The abrupt rise in these 
yields reflected a reduction in investor demand for 
short-term Treasury issues. On April 18, the issues 
sold at prices equivalent to somewhat lower yields; for 
13-week bills the yield was 3.306 per cent, and for 
26-week bills it was 3.705 per cent. Despite the de- 
clines, the rates were still substantially above those in 
early April. Also on April 18, dealers in commercial 
paper increased by % percentage point the rates on 
short-term notes that they sell in the open market for 
industrial companies and smaller sales finance firms. 
This was the second increase in a week; an increase of 
the same amount had been made on April 12. 
Sources: The Wall Street Journal, New York, N.Y., 

April 12 and 19, 1960. 


Latin America 
Brazilian Exchange Allocations 


According to new regulations issued by the Bra- 
zilian Superintendency of Money and Credit, allocations 
of foreign exchange will be made in addition to those 
offered at the weekly auctions. These additional funds 
will be offered at a price equal to the weighted average 
of the rates paid by traders at the previous three 
auctions for exchange for imports classed in the Gen- 
eral Category. It is reported that the purpose of this 
arrangement is to prevent the auction premiums from 
rising further. 

Foreign exchange purchased at the auctions will now 
be delivered after 150 days instead of after 120 days, 


as previously. Importers are required to pay the 

cruzeiro equivalent of the premium for the exchange 

bought by them at the auctions within three days, 

instead of five days. The minimum auction prices for 

some inconvertible currencies have been increased. 

Source: The Journal of Commerce, New York, N.Y., 
March 31, 1960. 


Other Countries 
Australia’s IMF Quota 


Australia’s quota in the International Monetary Fund 
has been increased from $300 million to $400 million, 
and its subscription to the International Bank for Re- 
construction and Development from $400 million to 
$533 million. In announcing these changes, Mr. Holt, 
the Commonwealth Treasurer, said that their purpose 
was to strengthen further the Australian external posi- 
tion against balance of payments fluctuations. To make 
the increased Fund quota effective, Australia has to 
pay $25 million in gold, but its potential drawing rights 
in the Fund, Mr. Holt said, would be increased by five 
times that amount. This means an important addition 
to Australia’s second line of international reserves. 
Holdings of gold and foreign exchange at present are 
well above £A 500 million, and the second line of 
reserves provided by Fund membership is put at 
£A 211 million. 

Source: The Times, London, England, April 9, 1960. 


Wages in Australia 

The Arbitration Commission in Australia has re- 
fused an application by a number of trades unions for 
an increase of 22 shillings (Australian) in the present 
basic wage of £A 13 16s., on the grounds that it 
would be “unsafe and even dangerous” (see also this 
News Survey, Vol. XII, p. 283). The Commission 
also rejected an application for the restoration of 
quarterly cost of living adjustments which have been 
suspended since 1953. 


Source: The Times, London, England, April 12, 1960. 
Wool Prices in Australia 


The downward trend in wool prices in Australia, 
which began with the resumption of wool sales in 
January, was arrested in the first week of March; 
since then, prices have risen a little, although March 
prices on the average were slightly below the early 
January values. It is believed that much of the recov- 
ery in March resulted from greater participation by 
U.K. buyers. Average prices in the last week in March 
were about 74 per cent below the rates at the opening 
of the current wool selling season in August 1959. 

The volume of wool sold in the eight months to the 
end of February was some 11 per cent higher than in 
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the corresponding period of 1958-59; approximately 
77 per cent of the season’s offering had been sold by 
the end of February. Proceeds from the sale of wool 
were £A 252 million, about 40 per cent higher than 
in the corresponding period of 1958-59. 


Source: National Bank of Australasia, Wool Letter, 
Melbourne, Australia, March 26, 1960. 


South African Gold Output 

The South African Minister of Labor and Mines has 
estimated that, if the price of gold should not change 
substantially and the present upward tendency of work- 
ing costs should not continue for more than five years, 
South Africa’s gold output would reach its peak, some 
5 per cent higher than at present, in about ten years. 
Output would decrease during the next ten years, but 
would not fall below the present figure. The uranium 
position is less encouraging, since, as a result of consid- 
erable production by other countries, the market is now 
strongly a buyers’ market. The South African position 
is strong, however, because of its capacity to produce 
uranium oxide, at comparatively low cost, as a by- 
product of gold mining. 


Source: The Times, London, England, April 4, 1960. 


Economic Status of Tangier 

A government decree of March 31 has extended to 
Tangier the Moroccan regulations governing the oper- 
ations of banks. Applications for imports into Tangier 
also now have to be made within the quotas allowed by 
Morocco’s commercial agreements with other countries. 


Source: The Times, London, England, April 4, 1960. 


Freezing of French Assets in Ghana 

The Finance Minister of Ghana announced early 
this year that as a result of the freezing of French 
assets, which the Government of Ghana had decided 
to enforce after the first French Sahara atomic bomb 
test, French firms would not be permitted to remit 
money to the French monetary area in payment for 
goods supplied from that area. Orders placed before 
the explosion of the bomb could be taken up and paid 
for. In this context the French monetary area was 
interpreted as meaning France only. French companies 
would not be prevented from trading in goods of non- 
French origin and would be allowed to remit money in 
payment for goods to other parts of the world. Trade 
in French goods by companies of non-French origin 
was not affected, and personal remittances would not 
be stopped. French assets in Ghana were unofficially 
estimated at £342-5 million. The banks operating in 
Ghana were instructed by the Finance Ministry to 


place in blocked accounts money that French firms 
wished to remit to France. 


On April 9, after the second French Sahara atomic 
bomb test, the Government of Ghana issued to all 
banks a further directive that no money may be trans- 
ferred by any person or company resident in Ghana to 
any person in the French monetary area without the 
specific approval of the Ministry of Finance. According 
to an official announcement, permission for the transfer 
of money will, as a general rule, be given if documen- 
tary evidence is produced that a contractual commit- 
ment requiring payment to be made to some person in 
the French monetary area had been entered into before 
April 8, or if satisfactory proof is provided that a 
transfer is required to make payment for goods or 
services originating in any part of the French monetary 
area other than Metropolitan France. 


Sources: West Africa, February 27, 1960, and The 
Times, April 12, 1960, London, England. 


Fund Alternate Executive Director 


Mr. Jorge A. Montealegre, formerly a member of 
the staff of the International Monetary Fund and, 
from 1953 to 1959, Commercial and Financial Coun- 
selor, Embassy of Nicaragua in Washington, has been 
appointed Alternate Executive Director of the Fund 
for Costa Rica, Cuba, El Salvador, Guatemala, Hon- 
duras, Mexico, Nicaragua, and Venezuela, the appoint- 
ment effective as of April 1. He succeeds Mr. Jorge 
Hazera, who has been appointed Director of Adminis- 
tration of the Inter-American Development Bank. 


Corrigendum 


Vol. XII, No. 39, April 8, 1960, page 316, item 
“Canadian Exchange Rate”: The first sentence should 
read, “The exchange rate for the Canadian dollar, which 
for some time has been at a premium of 5 per cent on 
the U.S. dollar, was US$1.0409 on April 6.” 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 
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